ONTANB

BUSINESS Q U A R T E R ™ ^
VOLUME 43 NUMBER 2

SUMMErI

Inside:
-Art & business
Health care improvements
- Oil and gas
- Faster growth for MT

T h e Bureau o f Business and E conom ic Research is the research and public
service branch o f T h e University o f Montana's Sch ool o f Business

£>iA&vr\/e44'
SHANNON FURNISS
Editor

Administration.
T h e Bureau is involved in a wide variety o f activities, including econom ic
analysis and forecasting; health care, forest products, and manufacturing
industry research; and survey research. T h e latest information about these
topics is published regularly in the Bureau's award-winning magazine, the

JULIE EHLERS
Marketing Director

Montana Business Quarterly, which is partially supported by W ells Fargo.

SHERRY DEVLIN
Contributing Editor

private decision makers with reliable forecasts and analysis. T hese state and

AMY JOYNER
Reporter

Seminars, cosponsored by First Interstate Bank, the Bureau, and respective

MELISSA BUBNASH
Publications Assistant

Bureau Staff
LARRY GIANCHETTA
Dean, School of
Business Administration
PAUL E. POLZIN
Director, Bureau of Business
and Economic Research
STEPHEN F. SENINGER
Director of Economic Analysis
CHARLES E. KEEGAN III
Director of Forest Products
Industry Research
JAMES T. SYLVESTER
Economist
JOHN BALDRIDGE
Director of Survey Development
SHANNON FURNISS
Publications Director
JULIE EHLERS
Marketing Director

T h e Bureau's Econom ics Montana forecasting system provides public and
local area forecasts are the focus o f the annual series o f Econom ic O utlook
Chambers o f C om m erce in Billings, Bozeman, Butte, Great Falls, Helena,
Kalispell, and Missoula.
T h e Montana Poll, a quarterly public opinion poll, questions Montanans
about their views on a variety o f econom ic and social issues. T h e Bureau also
conducts contract survey research and offers a random-digit dialing program for
survey organizations in need o f random telephone samples.
T he Health Care Industry Research Program examines markets, trends,
industry structure, costs, and other high visibility topics in this important
Montana industry.
Research on the forest products industry has long been an important part o f
Bureau operations. W hile emphasis is placed on Montana's industry, the
cooperative research with the U.S. Forest Service involves most o f the western
states. A recently-formed research consortium including the Bureau, the
Forest Products Department at the University o f Idaho, and the W ood
Materials and Engineering Laboratory at W ashington State University
addresses forest operations and utilization problems unique to the Inland
Northwest.
T h e Bureau, in cooperation with Montana Business Connections, recently
expanded the scope o f its ongoing w ood products manufacturing research to
include all o f Montana's manufacturing industries. Through this program, a
comprehensive statewide electronic information system will be developed.
Bureau personnel continually respond to numerous requests for local, state,
and national econom ic data. Don't hesitate to call on Bureau staff members if
they can be o f service to you.

DEBORA A. SIMMONS
Office Manager
TODD MORGAN
Research Forester

Bureau Advisory Board
PATRICK ABERLE
Helena
DAVID EWER
Helena
WILLIAM HUPPERT
Billings
JAMES KOCH
Missoula
FRED LARK
Lewistown
RITA SPEAR
Butte
PAUL TUSS
Havre

The Montana Business Quarterly (ISSN0026-9921) is published four times a year by the Bureau o f Business and
Economic Research and is a service o f Th e University o f Montana-Missoula. The subscription rates for the
Quarterly are $35 per year, $65 for two years, $90 for three years, and $ 10per issue. Periodical postage is paid in
Missoula, M T 59812. POSTMASTER: Send address changes to the Montana Business Quarterly, Bureau of
Business and Economic Research, The University o f Montana, Missoula, M T 59612.
Contents o f the Quarterly reflect the views and opinions o f the authors and d o not necessarily represent those
o f the Bureau, the School o f Business Administration, or the university. Th e contents o f this publication may
be reproduced without the consent o f the publisher and/or authors. Proper credit should be given to die
Quarterly and its contributors for the use o f any published material.
The Montana Business Quarterly is available on microfilm from University Microfilms, 300 N. Zeeb Rd-, Ann
Arbor, MI 49106.
Reprints o f the articles are nor available, but additional copies o f the Quarterly can be secured at $ 10per copy.
All inquiries regarding subscriptions, publications, etc., should be addressed to: Montana Business Quarterly,
Bureau o f Business and Economic Research, The University o f Montana, Missoula, M T 59612, (406) 243-5113.

OOnT&nT>
UNIVERSITY OF MONTANA
AUG 1 2 2005
library

Montana School
Quality
by M yles W atts and D ouglas ]. Young

6

Montana Develops Creative Ways
to Educate Creative People
by Amy Joyner

'

^

A New Day in Health Care
and Human Services for
Montana's Children?
by Steve Yeakel

Faster Growth Expected
for Montana Economy
by Paul E. Polzin

/Jf

High Gas Prices
A S ilv er L in in g fo r
M on ta n a 's E c o n o m y ?
by Paul E. Polzin
C over design by Gwen Landquist

Montana School Quality
by Myles Watts and Douglas J. Young

A

rticle X, Section 1 o f the Montana Constitution
states: “
It is the goal o f the people to establish a
system o f education which will develop the full
educational potential o f each person.”

And then: “
The legislature shall provide a basic system o f free
quality public elementary and secondary schools.”
In a recent court ruling, the method by which the state o f
Montana funds elementary and secondary schools was declared
unconstitutional. The Legislature spent a g oo d portion o f the
2005 session on school funding and a special session is likely
later this year to continue that discussion.
S o far, much o f the discussion has focused on defining a
“
quality”education and the cost implications o f alternative
funding formulas. Estimates o f the additional cost o f complying
with the court decision have ranged from tens o f millions o f
dollars to more than $300 million. The latter figure is approxi
mately equivalent to a 50 percent increase in the incom e tax, or
a one-third increase in the property tax.
For many Montana parents and others, an equally im por
tant issue is how well the schools perform. That is, what are we
getting for our money? And how will spending more money
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affect the quality o f education in Montana? This article focuses
on school performance and educational outcom es rather than
“
inputs”like accreditation standards or teacher salaries.

Educational Outcomes

Education serves many purposes, including acquiring basic
skills in reading, writing, and mathematics; knowledge o f history
and other subjects; character development; and citizenship.
There is no easy way to measure whether or to what extent
Montana schools “
develop the full educational potential o f each
person.”In this analysis, we rely on com m on indicators o f
school outcomes: graduation rates and test scores. Though these
indicators fail to include the full breadth o f educational
outcomes, they have the advantage o f being objective and
making it possible to compare Montana with other states.
Graduation rates are displayed in Table 1, with rankings
am ong the states indicated in parentheses. Montana ranks No.
10 in the nation in graduation success, with 79 percent o f
students graduating, well above the national average o f 69
percent. Montana’
s neighbors are also above average, with

S
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Table 1
Test Scores and Graduation Rates [State Rank!
Montana

Idaho

North
Dakota

South
Dakota

Wyoming

U.S. Average

High School Graduation Rates
All Students
Native Americans

79% (10)
51% (30)

82%
NA

(7)

88% (1)
48.% (35)

78% (12)
33% (42)

74% (23)
47% (37)

69%
60%

Pupil Test Scores
High School
ACT
SAT: Math
Verbal

21.7 (14)
539 (23)
537 (24)

21.3 (28)
539 (23)
540 (22)

21.2 (30)
601 (2)
582 (8)

21.5 (20)
597 (3)
594 (1)

21.4 (25)
546 (20)
551 (21)

20.9
518
508

Eighth Grade NAEP
Math
Science
Reading
Writing

286 (4)
165 (1)
270 (4)
152 (16)

280 (24)
159 (8)
264 (25)
151 (18)

287 (2)
160 (3)
270 (4)
147 (27)

285
NA
270
NA

(4)

284 (8)
158 (9)
267 (13)
151 (18)

276
149
261
152

Fourth Grade NAEP
Math
Science
Reading
Writing

236 (20)
160 (3)
223 (9)
149 (25)

235
153
218
150

238 (11)
160 (3)
222 (13)
150 (22)

237 (17)
NA
222 (13)
NA

241 (7)
158 (7)
222 (13)
150 (22)

234
148
216
153

(28)
(16)
(31)
(22)

(7)

Sou rce: E ducation State R anking 2004-2005, M orga n a n d Q u in to , Lawrence, Kansas.
N ote: 42 states re p o rted N ative A m e rica n h ig h s c h o o l gra d u a tio n rates, 41 states r e p o rte d w ritin g N A E P Scores, a n d 38 states re p o rted N A E P
S c ie n ce scores; N A is n o t available.

North Dakota ranking first in the nation. Graduation rates are
much lower for Native Americans, and Montana is below
average among the 42 states that report separate rates for this
group. Thus, while Montana’
s overall performance is strong,
Native Americans in Montana and surrounding states fare
much worse.
The second portion o f Table 1 displays test scores on two
college entrance examinations, the SAT and the ACT. Montana
students score above the national average on both tests.
Finally, Table 1 reports scores from the eighth-grade
National Assessment o f Educational Progress (NAEP) tests.
Montana ranks first in science, fourth in reading and math, and
16* in writing. The last portion shows scores on the fourthgrade NAEP, where Montana ranks third in science, ninth in
reading, 20th in math, and 25th in writing.
Summarizing the results in Table 1, Montana ranks in the
top half o f the states and above average in all areas except
fourth- and eighth-grade writing and Native American high
school graduation rates. For the most part, the surrounding
states also rank in the top half o f states nationally, with indica
tors above the national average. By these criteria, Montana and
the surrounding states’educational systems appear to perform
well.

Should Montana schools be congratulated for producing
these fine results? Perhaps. Outcom es like graduation rates and
test scores are partly attributable to the schools themselves, and
partly attributable to other factors. A m on g the other factors,
the most important is the students themselves: More intelligent
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Table 2
NAEP Score Change from Fourth to Eighth Grade KState Rank)
Math

Science

Reading

Writing

----------------- Point Increase---------------------Montana
Idaho
North Dakota
South Dakota
Wyoming
All State Average

50 (1)
45 (ID
49 (2)
48 (4)
43 (22)
42

5
(4)
6
(3)
1 (13)
NA
0 (20)
1

47 (8)
46 (10)
48 (4)
48 (4)
45 06)
45

3
1
-3
NA
1
-1.5

(5)
(9)
(28)
(9)

S o u rc e : E ducation State R anking 2004-2005, M or ga n a n d Q u in t o , L aw rence, Kansas.

students d o better than less intelligent students; students who
work harder d o better than those w ho are lazy; and students
with severe behavior problems are seldom successful. Student
attributes are in turn a result o f parents and parenting: Parents
w ho have more education themselves, w ho are concerned about
their children’
s education, and who show an interest in their
children’
s studies and encourage their children to work hard,
tend to have more successful offspring. Other community and
peer influences are important as well: W hat are your child’
s
classmates doin g after school?
Education can be viewed as a production process. A
production process com bines inputs to produce an output. In
education, the inputs include teachers, buildings, supplies,
electricity, and other things necessary for a school to operate. In
the kindergarten through high school production process, the
inputs also include the child who enters kindergarten. The
output is (we hope) the educated teenager graduating from high
school. T o some, describing education as a production process
may seem crass, since people are included as inputs and outputs
in a somewhat unfeeling manner. O n the other hand, viewing
education as a production process facilitates a m ore impartial,
objective comparison.
In the educational production process, teachers, school
buildings, and so forth are chosen by school officials, within
limits im posed by state and federal laws, the local board o f
trustees, and the willingness o f the community to vote for mill
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levies. School officials have little discretion over other important
“
inputs”to the production process. In particular, the entering
kindergarten student is usually not chosen by the school.
Therefore, only som e o f the production inputs and parts o f the
process are within the purview o f the schools themselves.
Consequently, schools that begin with better students, parents,
and communities are likely to produce better outcomes, even if
the schools themselves are not especially strong. H ow then
should schools be evaluated?
O n e approach is to examine the inputs. This approach
focuses on spending per pupil, teacher qualifications, studentteacher ratios, teacher salaries, and other measures o f the
quantity and quality o f school inputs. A problem with this
approach is that a considerable body o f research indicates that
the connection between these measurable inputs and student
outcomes is not very tight That is, just spending more money
may not have a big impact on student achievement Outcom es
depend more on how money is spent than on how much, which in
turn depends on hard-to-measure things like the judgment and
leadership o f school officials and others.
W hile outcom es are better measures o f school performance
than inputs, the following summary provides an overview o f the
input side. In Montana, expenditures per student have more
than doubled since 1970, rank 29th am ong all states, and are 91
percent o f the national average. In absolute terms, Montana
teachers’salaries rank 46th am ong all states and are 78 percent

S

o f the national average. In comparison to salaries paid other
workers in the state, Montana teachers’
salaries rank seventh
among all states and are 35 percent higher than the average
relative salaries in other states. Since 1970, the national studentstaff ratio has dropped by 40 percent and Montana is about the
same as the national average. (NCES, Digest o f Educational
Statistics 2003). In summary, per student inputs have substan
tially increased.
A better approach to evaluating schools, then, is to examine
the outcomes o f interest - things like test scores and graduation
rates - but to control in som e fashion for the quality o f
incoming students. O n e approach is to examine the change in
test scores between fourth and eighth grades. Fourth-grade test
scores are strongly influenced by w ho the students are when they
enter school, and so scores will be higher when schools have
better beginning students. But the change in test scores between
fourth and eighth grades is much more dependent on what
students have learned in schools. Thus, the change in test scores
is a better measure o f school performance.
Changes in NAEP test scores are displayed in Table 2, with
rankings displayed in parentheses. Montana’
s rank among all
states in score changes between the fourth and eighth grades is
particularly strong in comparison with national averages and
surrounding states. This conclusion is somewhat tempered
because the scores are closely compacted, but even so Montana’
s
performance is notable. A m ong the states with all four exam
scores available, Montana has an average rank o f 4.5, higher
than any other state. The second highest state is Oregon, with an
average rank o f 7.5 (not shown in the table).

Conclusion

K-12 education has for many years been the
largest single component o f state and local
government spending. Accordingly, school
spending has an enormous impact on the level o f
taxes, and Montana taxpayers may be faced with
substantial increases if educational spending
escalates.
But discussions o f spending and taxes are only
half the story. The other half is what we get for
our money - whether schools in Montana are
doing a good job o f educating our children. Many
Montanans value education a great deal, and
many are willing to pay taxes, if schools are in fact
performing well.
How then to evaluate schools? O n e approach
looks at inputs like student-teacher ratios and
accreditation standards. But these are often not
reliable indicators o f what most citizens really care
about - educational outcom es like graduation

chool
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rates and test scores. Even test scores are an imperfect measure
o f school performance, because community socioeconom ic
conditions, especially those manifested in the child entering the
school system, are such important influences. Still, even
imperfect outcom e measures are better than focusing on inputs.
Overall, the outcomes o f Montana’
s educational system
appear to be strong. W ith the noted exception o f Native
Americans, graduation rates and test scores are mostly well
above the national average. Improvements in scores between
fourth and eighth grades provide especially strong testimony to
the performance o f Montana schools, families, and communi
ties. Montana’
s school funding must comply with the findings o f
the courts, which ruled that the current system is not based on
“
educationally relevant factors.”Focusing on outcom es rather
than inputs will better accomplish the goal o f providing a basic
quality education.□
Myles Watts is a professor of agricultural economics and economics
at Montana State University-Bozeman. Douglas J. Young is a
professor of economics at Montana State University-Bozeman.
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Montana artists display their work at Kentucky Crafted: The Market in Louisville.

Montana Develops Creative Ways
to Educate Creative People
by Amy Joyner

D

id you ever notice how creative people tend to
bunch up?
Three years ago, when a study showed that Montana artists
followed the national trend o f forming geographical clusters,
education and arts leaders decided to help them succeed in the
business world without leaving the Treasure State.
Many o f those artists have had or still have jobs back hom e
working the land - farming, ranching, scratching out a living in
one o f Montana s traditional industries. To becom e successful
artists, they needed som e help.
“
Creative people tend to congregate,”explains Cindy
Kittredge, a professor at Montana State University College o f
Technology-Great Falls. “
It’
s a snowball effect. Quilters are in the
same area, and then quilters and weavers are in the same area.”
“
It became apparent that Great Falls had on e o f the
strongest creative clusters in the state,”adds Kittredge, w ho holds
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a doctorate in rural adult learning and has extensive experience
working with local museums.
Ten Great Falls-area museums and many o f the state’
s
interpretive centers com e together at the C.M. Russell Art
Auction each spring in Great Falls. But the artists need more
than a yearly get-together to thrive.
“
O n e o f the obvious holes that [researchers] found in talking
with artists was education... helping artists learn how to be better
business people,”Kittredge says.
Mary Sheehy Moe, dean o f the C O T G rea t Falls, embraced
the study results and applied for a $ 100,000 W orkforce
Development Grant from the Com m issioner o f Higher
Education’
s office in July 2004. H er objectives were to create a
pilot program in Great Falls to field-test the idea o f offering a
certificate program that would provide artists with businesseducation basics.

A r t

With the grant, COT-Great Falls
launched TRACE, or Transforming
Regional Artisans into Creative
Entrepreneurs. Under Kittredge’
s
leadership, the 18-credit, two-semester
certificate program was designed to
help artisans enhance their artistic
skills while developing a broader
knowledge o f business.
The TRACE mission was to not
only foster sustainable, econom ic
solutions for artists and craftspeople,
but also to help the state further
develop its creative and entrepreneur
ial spirit as a basis for statewide
economic growth.
Classes were taught on alternating
weekends and online to accommodate
the artists’
working schedule, while
allowing peer and mentor relation
ships to grow. Kittredge details the
pilot program’
s cohorts:
•The 20 students in the pilot
program were from Chester, Fort
Benton, Ulm, Cascade, Highwood,
Butte, Helena, Missoula, Great Falls,
Belt, Arlee, C u t Bank, Conrad, and
Stanford, with only six o f the total
from Great Falls. O f the 20, 13
requested some type o f financial
assistance.
•The cohort included those who
weave, quilt, bead, work metal, work
wood, paint with watercolors and oils,
illustrate, carve wood, d o inlay, make
dolls, and photograph.
•Most in the class were nontraditional students who tend to
respond more enthusiastically to
situations in which they can learn
experientially and are allowed selfdirection. TRACE is grounded in the
idea that creativity and the entrepre
neurial spirit are best developed by
learning through doing.
Kittredge notes, “
If we can help
especially rural artists, even $ 10,000 a
year learned through art sales] can
save the ranch and keep people on the
land.”
The pilot program has been
wonderfully successful. O n e o f our
objectives was to create an associate
degree,”says Kittredge. However, in
May, the Montana Board o f Regents
stopped short, instead approving a
Certificate for Creative Arts Enter
prise. The 30-credit program will be
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Homegrown Hobby B ecom es Business
From a small farming town
north of Great Falls, Janet
Christenot produces unique art
that is catching on across the
country.
A wheat weaver and a straw
artist, she creates original
sculptures after soaking an
entire wheat stalk or straw so it
will twist, bend and form shapes
that are tied to the land by their
form and original ingredient. Christenot has created scaled-down replicas of
combines, tractors, and a Model T Ford pickup.
All of which is a considerable departure from her previous vocation as a
dental assistant in Chester, Montana.
Roughly 27 years ago, Chester's Liberty Village Art Center held an evening
workshop on weaving wheat, an abundant commodity along Montana's Hi-Line.
"I went home with an ornament and a book,”she remembers. It was August harvest time - and people started asking her to make other pieces. Christenot
didn’
t know it, but a business was being born.
Last fall, Christenot made a decision that is catapulting her from small-time
craftswoman to full-fledged professional artist. She enrolled in the first College
of Technology-Great Falls class of TRACE: Transforming Regional Artisans into
Creative Entrepreneurs.
Through the TRACE mentorship relationships, marketing coursework and
Capstone experience at a Kentucky art show, Christenot has developed her
homegrown wheat crafts into a professional art enterprise.
Through TRACE and with help from the Governor's Office of Economic
Opportunity, Christenot participated in Kentucky Crafted: The Market in
Louisville earlier this year. She was a smash hit.
“
I thought people had seen this before... but they really hadn't in that area,"
she says. “
The reason I did well was it was a wholesale-retail show. Items were
at retail price. I would like to get into some larger retail shows."
TRACE taught her what’
s necessary to work into the larger shows, which is
why Christenot is focusing now on getting better slides taken to appropriately
illustrate her weaving for juried shows.
Kentucky Crafted also opened other doors for Christenot. Sun Valley picked
up some pieces from her and two other Montana artists, and a Bigfork gallery
will soon show her work.
During the second semester of TRACE, Christenot spent five hours with
Carol Spurgeon, a watercolor artist from Great Falls and her new mentor. “
I
wanted watercolor backgrounds on the backs of [some] pieces. I did learn quite
a bit from her," Christenot says.
She also learned that artists need some experience with today’
s technology.
“
I am not computer savvy," she admits. “
I'm definitely better now, and am
developing a Web site with a [COT-Great Falls] student."
Each week, TRACE brought a new perspective to her business. Christenot
recalls, “
I was always really excited every weekend when I came home."
One topic she felt particularly leery about was how to take a
business plan to a bank to request lender financing.
However, a female representative from
Stockman Bank put the process into such
an understandable language that
Christenot now believes she would
know how to seek bank funds if it
becomes necessary for her business.
With or without bank financing she
feels the business savvy to move
forward.
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offered by COT-Great Falls over three semesters: fall, spring, and
summer.
Just as the pilot class did, students in the certificate program
will travel to Great Falls every other weekend, complete online
assignments, and work with a mentor.
The first class o f 20 cohort students began classes last fall,
first learning technology essentials such as Internet access and
W eb site development. Students worked o n the discipline o f
their art, and defined a professional difference between being a
“
hobbyist”and an “
artist.”
Students also began pairing up with community mentors artists who have built their own success. Another requirement
was for each student to develop a proper portfolio and written
artist’
s statement.
T he second semester brought three more classes that required
developing a viable marketing plan, looking at entrepreneurship
in a rural state, and practical knowledge o f how to pack art
safely for travel to shows.
T he pilot program concludes this summer with a “
Capstone
Experience,”in which students sell their artwork at a public
crafts- or arts-related event.
In March, on e cohort group o f five T R A CE artists com 
pleted their Capstone requirement early by participating in
Kentucky Crafted: The Market in Louisville. Through an
arrangement made by the Governor’
s Office o f Econom ic
Opportunity, Kentucky Crafted reserved six booths for
Montana artisans to help boost creative entrepreneurship in
Montana.
G e o ff Sutton from the Montana W orld Trade Center at
U M accompanied TRA CE instructor Marilyn Besich and
Kittredge to the show. Kentucky Crafted welcomed Janet
Christenot, a wheat weaver from Chester; Claire Emery, a wood-

cut artist from Missoula; Pamela Neeley, a header from Butte;
T odd Lehman, a metal artist from Highwood; Norma Tirrell, a
quilter from Helena; and Kent Epler, a mixed media artist from
Missoula.
Several o f the artists now have wholesale accounts up and
down the Eastern Seaboard. T he Kentucky show, the 10th
largest craft show in the country, brought a com bined $20,000
in wholesale contracts to the Montana participants.
T he second batch o f students will sell at Bluegrass on the Bay
in Great Falls this summer. Like the previous Capstone
Experience, students will have the opportunity to sell their
artwork and possibly make som e long-term contacts.
“
N ot all artists are going to be incredible business people,”
Kittredge acknowledges. “
Artists have to understand the
terminology when communicating with accountants, W eb
designers, and marketing agents.”
T hough Sutton and Kittredge both admit that plans are still
in the preliminary stages, the T R A CE Program could eventually
be offered solely by, or in partnership with, Montana’
s tribal
colleges. Grant money is being sought to provide som e tuition
assistance for native students.
Kittredge says, “
W e are really interested in working with the
tribal colleges because they have a strong history o f com bining
their art with [business).”
Because TRA CE is a college-level certificate program,
qualifying participants are eligible for financial aid. Kittredge
estimates that the new 30-credit certificate program will cost
about $3,500 to attend.
Additional information about the T R A CE program is
available by visiting the college’
s W eb site at www.msugf.edu, by
calling the college at 406-7714300, or by contacting Kittredge
at 268-3713 or ckittredge@msugf.edu.

Cultural Enterprises Attract Visitors
to Rural Communities
In a week’
s vacation, visitors to Montana can easily traverse
glaciers, dance hand-in-hand with native cultures, and dig for
prehistoric life. And if they need a litde relaxation after all that
adventure, a growing list o f m odem resorts and spas await their
arrival.
W ith tourism one o f the most stable econom ic engines in the
Treasure State, government leaders are exploring new ways to
lure visitors and keep them here longer - offering travelers highly
unique, fulfilling experiences in their travels.
Montana has offered such adventures for years, but now they
have a name: experiential tourism.
“
I think this is very important - prom oting the experiential
experiences,”G eoff Sutton insists.
There is an “
enorm ous potential”for growth in grant funding
for “
cultural tourism,”says Sutton, a creative enterprise specialist
in the governor’
s Office o f Econom ic Opportunity, created by
former Gov. Judy Martz.
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Galleries, theaters, fine dining, and museums are all part o f
the mix - “
anything that stretches the stay for people visiting
Montana to enjoy the state’
s traditional recreational opportu
nities, such as skiing, visiting the national parks, hunting, and
fishing,”Sutton explains.
A t first, Sutton was afraid the traditional tourism activities
(hotels, recreation, and restaurants) were missing out by
thinking that cultural enterprises received the benefit o f state
advertising for their industries. Now he believes it works the
other way around as well.
“
I believe you have to prom ote the cultural enterprises, and
then the other traditional tourism entities will benefit even
more,”he says. “
If people stay longer, they are more likely to
want a fine dining experience or a fine art gallery. They can do
all those [experiential) things, and then they want to go to town.
“
A creative econom y acts as an attractor for a rural com m u
nity.”
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Indian Artist/Businessman
Critically acclaimed artwork does not automatically translate into a thriving art business, says Jesse
Henderson.
The 40-year-old Chippewa-Cree artist who grew up on the Rocky Boy Indian Reservation near Havre
eagerly credits his wife, Michelle, for much of his marketing success.
Michelle, an Assinibone, is a 1995 graduate of The University of Montana’
s master’
s of business
administration program. She was one of the first Native American teaching assistants in the MBA
program.
In the beginning, the only way I tried to market myself was going to shows and putting my artwork out
there, Henderson recalls. “
I don’
t know if I could have done it on my own, or at the speed we've done it."
In 2000, Henderson was chosen for a one-year fellowship through the First P eople’
s Fund, which
helps entrepreneurial artists convert their craft into a business by learning the marketing and business
skills needed to build a reliable, consistent income.
Henderson traveled to Minneapolis for intensive training on retail and wholesale pricing, dealing with
art galleries, developing marketing materials like cards, brochures, and a Web site. He also developed a
business plan that year.
He compares some of his fellowship course work to the classes now being offered through TRACE at
the College of Technology-Great Falls. “
This thing is needed — big time,”Henderson says. “
That's one of
the big hurdles coming out of Montana - knowing how to operate, knowing the terminology."
In addition to technical training, the fellowship brought Henderson to several high-profile, juried art
shows and markets in New Mexico, Kansas, at the Oklahoma City Cowboy Hall of Fame, the Denver Art
Museum, and the Heard Museum in Phoenix, Ariz.
“
Our credibility was there right off the bat," Henderson says. He knows the contacts he made during
his fellowship will be beneficial as his career progresses.
His career hit another high note at the 2004 Heard Museum Guild Indian Fair & Market Juried Competi
tion. He won two awards in the competition, which is among the most prestigious in the nation. Henderson
received awards for Best in Classification and Best in Division for an oil painting called “
Stick Game."
“
The reward of doing this is going to the shows and getting to talk to your admirers," Henderson says.
“
That’
s what it’
s about - getting people in there and telling them about yourself."
But he also talks about his people and the old ways of life on the Northern Plains. His paintings
preserve the past and teach new generations about their cultural identity and heritage. In conversations
with art enthusiasts, Henderson provides insight for non-Native observers as well.
“
In today’
s market, [history] is one of the most valuable things it carries. I'm finding that people want
something sound investment,”he says. “
I sell the cultural part of it. You get the real thing when you buy
one of my pieces of art - not made-up stories. ... [You] don't have to romanticize your paintings if you are
painting what is true.
"I have an advantage over other Western artists who are painting Indian. If I didn't take advantage of
that, I wouldn't be a good businessman.”
“
I think I’
ve earned my wings, and I have something to say in the art industry," he adds. “
I didn’
t believe
it when I was a kid coming off the rez - that I could make it.”
Now that he has made it, the Hendersons are parents of Jessie, 9, and Sundance, 5. They work
together in their consulting business, Crazyboy Business Solutions, LLC. Michelle is president and lead
organizational consultant, while Jesse offers art marketing, business development, and painting technique
workshops for emerging professional Indian artists, as well as for students from elementary schools
through tribal colleges.
The couple is currently working on a deal with Pendleton Woolen Mills, which would sell prints and note
cards based on Jesse's Lewis and Clark series of paintings. The Lewis and Clark prints would be sold
through the Pendleton home furnishings catalog.

Mo ntana B usiness Quarterly /S ummer 2DC35

g

A

r t

&

B

u s in e s s

Museum of the Rockies, Bozeman, Montana.

Culture by the Numbers

Trade Center at T he University o f Montana developing the

A ccording to a study by T he Center for Applied Econom ic
Research at Montana State University-Billings, Montana artists
brought $233 million to the state’
s econom y in 2003, with 77
percent o f the goods and services going to out-of-state buyers. In
the study, the arts econom y was credited
with providing 4,200 jobs.
Com m issioned by the Governor’
s Office
o f Econom ic Development and the
Montana Arts Council, the study looked at
the econom ic potential o f developing arts
and culture statewide. T he resulting report
will be used to develop a better statewide
marketing plan to support artistic endeav

econom ic overview sponsored by the Montana Governor s
Office o f E conom ic Opportunity.
T he project’
s goal was to help entrepreneurial Montana
artists, including American Indians, develop viable national and
global markets.
“
Arts and crafts are the only eco
n om ic entity found in all 56 Montana
counties,”Sutton notes, “
and the only
viable tool for econom ic development in
rural Montana. It doesn ’
t take a lot o f
infrastructure, just som e assistance.”
Because cultural tourism - and
tourism in general - is generally a fourmonth enterprise each year, adjustments

ors.
must be made to help Montana artisans,
For the study, a mail-in questionnaire
Sutton says.
A dino dig.
was sent to 3,000 artists in visual arts,
He is working with other state
performing arts, photography, writing,
departments to increase wholesale
design, traditional arts and crafts. O f those, 795 replied, a
orders. For instance, Sutton w ould like to see state park gift
response rate o f 26 percent. T he questionnaire reflected only
stores, which sell seasonally, order all their products from
individual artists, not galleries or the for-profit sector.
Montana vendors to keep artisans busy year-round filling
Sutton wasn’
t surprised when 70 percent o f respondents said
orders.
they need help with business marketing. It is the state’
s role, he
“
I am trying to get beyond the seasonal problems and
says, to create markets.
distribution problems,”he explains. “
If we’
re really talking about
H e says that could be partially accomplished by revamping
creating a new marketplace, we have to give them the tools and
the Travel Montana W eb site, which has a staff o f two and costs
have ‘
Made in Montana’kick in to support it.”
the state roughly $18 million a year. A more informative Travel
Montana W eb site should include a comprehensive listing o f all
cultural activities and events throughout the state, he says.
Additionally, Sutton wants to see the site offer a resourcebased section that direcdy links people browsing the Internet to
sites maintained by individual artists, galleries, and performing
arts centers.
Sutton recently coordinated publication o f “
Montana: Land
o f Creativity - T he Power and Potential o f Arts-Driven E co
nom ic Development.”H e worked with the Montana W orld
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International Trend Hits Home

In 2003, the National Tour Association (NTA) identified
“
experiences”as the next generation o f tourism, saying travel
consumers increasingly want to be emotionally touched,
educated, challenged, involved, entertained, and even surprised.
The association said travelers ch oose a destination because o f
available “
experiences,”rather than the physical attributes o f a
resort, a city, or recreational area.

A

The good news for Montana is that people are willing to pay
for these adventures. And experiential tourism creates an
emotional bond between visitors and the state, which produces
return visits.
Tourism is Montana’
s second-largest industry, generating
more than $1.7 billion annually. A campaign fostering experien
tial tourism could result in that number growing much larger.
“
Montana: Land o f Creativity”suggests a myriad o f ideas to
boost experiential tourism and sales.
Major Robinson, senior econom ic development specialist for
the Governor’
s Office o f Econom ic Opportunity, knows
firsthand how travelers respond to experiential opportunities.
“
My expertise is Montana’
s Indian nations,”he explains. As a
tribal member living on the Northern Cheyenne Reservation
near Lame Deer, he worked closely with Travel Montana and the
Montana Tribal Tourism Alliance.
Robinson previously owned a bed-and-breakfast inn on the
Northern Cheyenne Reservation; his guests came primarily for
the cultural experience. “
They were staying on the reservation
with a Northern Cheyenne tribal member,”Robinson states. “
It
was a more intimate experience for them.”Som e visitors even
stayed in Robinson’
s tepees.
Robinson also points to the success o f a dinosaur exhibit in
Malta. A recent visit to the interpretive center at Fort Peck
proved to him that state money has been spent wisely. “
It was
quite impressive to see the quality o f the facility they put together
highlighting the dinosaur exhibits we have in Montana.”
The interpretive trails being developed in Montana provide
themes and the possibility o f longer-distance travel. W hen
experiences are linked to a trail, they are exciting to promote,
Robinson says.
“
Bring IpeopleJ in, then show them the rest o f the state in the
process,”he explains. “
That’
s going to be an interesting develop
ment in the next couple o f years. It’
s very important for the
Indian Nations to tell their stories themselves. It’
s up to them to
promote it for themselves.”

Economic Benefits

O n ce visitors arrive in Montana, local economies can
benefit from experience-based tourism in many ways, Robinson
says. Direct benefits are primarily the result o f visitor spending
that supports local jobs, boosting the incom e o f workers and
companies dealing direcdy with tourists.
Indirect benefits com e when sales increase for businesses that
supply goods and services to the recreation and tourism
industries.
As more local workers are employed, a healthy tourism
industry will increase household spending by those people and
businesses. And vibrant, viable communities enhance everyone’
s
quality o f life - and attract other compatible industries and
professionals, Robinson’
s office insists.
According to the Travel Industry Association o f America
publication, “
Geotourism: The New Trend in Travel 2002,”half
o f today’
s travelers prefer to experience local culture, while 41
percent say their experience is better when they can see and do
something authentic.
Experiential tourists will purchase products if they are made
or offered by local businesses using local materials, the TIA
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states. Nearly 50
percent o f these
visitors support local
businesses at their
destination, and they
specifically seek out
products that are
authentic, indigenous,
specialized, home-grown and
genuine.

Hands-On Travelers

For people w ho want to experience Montana in an organized
and hands-on fashion, a variety o f businesses offer three- to
seven-day tours east to west, north to south across the state.
Summer activities include visiting national and state parks,
river rafting, fishing, golfing, horseback riding, hiking, nature
watching, and farm and ranch experiences. People are always
drawn to the Little Bighorn Battlefield, Hutterite colonies, and
the Lewis and Clark Trail.
W hen the weather turns, winter travelers enjoy skiing,
snowmobiling, dog-sled rides, ice fishing and hunting.
Multi-season experiential activities include visits to rural
communities, historical heritage tours, museums and art
galleries, Indian cultural events, and numerous performing arts
events.
For vacationers willing to truly explore the territory from
Bozeman to Choteau, Jordan to Ekalaka, prehistoric fossil
displays are plentiful. Some o f the finest fossil skeletons ever
discovered were unearthed in Montana. Triceratops, trachodon,
tyrannosaurus rex, dinosaur eggs, petrified turtles, fossilized
vegetation, and fish are just som e o f the specimens on display.
The world-famous Egg Mountain paleontology site, owned
and operated by the Museum o f the Rockies, is open seasonally.
O n e o f the most talked-about dino digs is located in the Two
Medicine Formation. There, Choteau’
s O ld Trail Museum offers
a new “
Dinosaurs o f the Tw o Medicine”paleontology gallery, as
well as a paleontology field program for adults, children, and
schools.
The professionally staffed, one- to five-day educational digs
teach visitors about dinosaurs, geology, and archaeology along
Montana’
s Rocky Mountain Front.
The Makoshika Dinosaur Museum in Glendive houses fossils
and artifacts from around the world, but emphasizes those from
Montana’
s Hell Creek Formation.
Another crowd-pleaser is paleontologist Joseph Hatcher’
s
Dinosaur Research Expedition in the Badlands o f Montana in
the Garfield County section o f the Hell Creek Formation near
Jordan. Dinosaur enthusiasts o f all ages from all around the
globe learn and explore dinosaur paleontology working
alongside researchers.
And after the dig, families relax in the nearby community
p ool and dine at local restaurants. A visit to the Garfield
County Museum reveals a replica o f a tyrannosaurus rex skull,
triceratops skeleton, and other fossils excavated from this
area.Q
Amy Joyner is a reporter for the Montana Business Quarterly.
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A New Day in Health Care
and Human Services for
Montana’
s Children?
by Steve Yeakel

E

very July 1, a new state budget quiedy takes effect
throughout Montana, bringing a host o f changes to
programs funded by our state and federal govern

ment. This year, July 1 was a bit noisier - and for g oo d reason.
Budgets for m ost programs impacting Montana’
s children and
young families received significant increases for the first time in
recent history, and several pieces o f legislation critical to their
health and well-being took effect.
W h o gets the credit? First, let’
s try summarizing the major
improvements in at least a half-dozen areas o f significant need,
approved by the 2005 Legislature and signed into law by the
governor.

A ccess Vo Quality Care

Certainly, a primary area o f concern is improving every
child’
s access to quality health care. Here, the prevention
principle is simple: If we fail to pay for quality health care now,
we will pay m ore dearly later, and create additional hardships
for families as we delay. O n several fronts in the “
access-to-care”
battleground, there is reason for optimism.
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The Children’
s Health Insurance Program (CHIP) received
major attention from the 2005 Legislature. Funding was
increased to make use o f the entire federal grant allocated to
Montana. Legislation was approved to simplify the CH IP
application process, thereby lowering another barrier to access.
And the Department o f Public Health and Human Services
received additional administrative authority to explore methods
o f providing more C H IP benefits at less cost.
Broad-based legislation was approved to provide greater
access to insurance by small businesses. More insured families
means more insured children, and more coverage means greater
access to quality health care. Legislation was also passed tweaking
Montana’
s fledgling pilot program for a “
bare bones”insurance
policy, which has yet to see significant growth. This fine-tuning
may provide additional insurance for som e Montanans.
Much attention was drawn to the fact that the Medicaid
budget appeared to be exploding, although most o f the increase
was needed to continue the current level o f service - as
Montana’
s econom ic upswing brought about a reduction in the
federal match rate. Nevertheless, at least two creative changes in

H

the Medicaid program will significandy aid children’
s access to
quality care. O n e change can be clearly communicated. It is an
historic issue, finally addressed. The other is a bit more complex,
and provides even greater potential for expanded access.
An historic compromise was achieved on the issue o f the
Medicaid “
assets test”In recent years, several attempts have been
made to eliminate Montana’
s assets test, in which families fail to
qualify for Medicaid if their tangible assets exceed a very low
threshold. Former Gov. Judy Martz supported a version o f this
repealer during the 2003 legislative session. But the elimination
o f the test came at a cost, and concerns persisted about the
possibility that, if eliminated, there would be abuse o f the
program by cash-poor, asset-rich Montanans. A freshman
legislator wisely suggested in committee that the test not be
eliminated, but that the limit be raised to $15,000, and the rest,
as they say, was history.
The other Medicaid initiatives holding great promise grow
out o f the work o f a bipartisan, public-private sector consensusbuilding effort conducted in the 2003-2004 interim known as
Medicaid Redesign. The committee’
s work provided
valuable direction to the Medicaid program, and also
resulted in legislation to encourage the Department
o f Public Health and Human Services to seek
additional federal waivers. These waivers allow
current state funding to cover more
Montanans in several areas o f significant
need, such as transitional services for
youth who are “
aging out”o f current
programs, and creating a “
CHIP-like”
benefit for thousands o f young people.
Finally, bipartisan efforts on the issue
o f malpractice insurance reform resulted
in passage o f at least eight legislative
initiatives. Ideally, these changes will result in
stable access to affordable health care for
those women seeking pregnancy and delivery
services. The availability o f such services is tenuous in
Montana, and every additional mile between a pregnant woman
and her doctor brings additional stress and potential complica
tions.

Highway Injury and
Death Prevention

A second area o f primary concern for children and families is
highway injury and death prevention. In this area, Montanans
saw two significant steps forward and two areas o f n o progress
in the 2005 legislative session.
Certainly, the approval o f a graduated driver’
s licensing bill
for Montana was a significant accomplishment. Attempted at
every session since the mid-1990s, Montana became the 50thstate
to adopt this important tool in the development o f safer young
drivers. Also significant was the adoption o f an “
open con
tainer”prohibition, although the threat o f losing a significant
amount o f federal highway funding may have been a greater
deciding factor in the bill’
s passage than the actual merits o f the
bill.
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Other highway safety issues did not fare as well. Despite
significant progress through the legislature o f a primary seat belt
enforcement bill, it eventually died on the House floor. In
addition, enforcement o f child safety seat laws remains second
ary, as legislative efforts to return it to primary status failed.

Tobacco Issues

Another area o f historic accomplishment for the 2005
session was in tobacco use prevention. Montana voters were the
dominant players in this area. Encouraged by the Alliance for a
Healthy Montana, voters “
brought funding to the table”though
passage o f Initiative 149, the 2004 tobacco tax increase
initiative. The threat o f further clean air initiatives was a major
factor in the 2005 Legislature’
s adoption o f a statewide ban on
smoking in public places.
N o less than four voter-supported programs receive signifi
cant funding from 1-149 revenues: full funding o f the CH IP
program, a major new prescription drug benefit,
the small business health insurance
initiatives mentioned above, and
increases in Medicaid rates for
providers.
Beyond 1-149, the executive
budget and the Legislature also
restored to a significant level the
funding approved by voters in 2002
for tobacco prevention programs.
Finally, three key pieces o f
legislation were approved that will
improve the “
infrastructure”o f the
state’
s overall tobacco use prevention
and control efforts. O n e bill allows the
attorney general to participate more fully
in tobacco master settlement agreement
activities. Another bill clarified the allocation
o f tobacco funds to veteran’
s nursing homes.
And a third toughened laws relating to illegal sales o f
tobacco.

Low-Income Family Stability

O n e key feature o f the Health and Human Services budget
for the current two years is that 81 percent o f its growth is
appropriated for benefits and claims - services to individuals.
A m ong the major programs receiving support in this area are
the child-care program and the Temporary Assistance for Needy
Families program (TANF). The budget provides for a significant
increase in TANF monthly benefits, a partial recovery from the
controversial cuts made during earlier, more difficult budget
years. Legislation was approved to allow education to satisfy the
work requirements o f TANF in som e cases. Legislation was also
approved to allow those convicted o f drug felonies to apply for
food stamps and TANF benefits. Previously, drug felons were
the only felons prohibited from such applications. Often, the
most severe impacts o f such policies fell on their dependent
children.
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The budget also provides stable, healthy funding for child
care services at a time when demand continues to be great
among those who need child care to find work or remain
working, and when providers are stretched to the limits.
Energy affordability received notable attention, as a supple
mental appropriation for the Low Incom e Energy Assistance
Program (LIEAP) was approved, and the current Universal
Systems Benefit program was extended.

Drug Abuse Prevention

In aaaition to tobacco use prevention, this was a
groundbreaking session in terms o f legislation to combat
methamphetamine use. N o less than six pieces o f substantive
legislation were approved. Som e were highly visible measures, like
the law restricting public availability o f pseudoephedrine. Other
new laws dealt with access to anhydrous ammonia, cleanup o f
meth-contaminated residences, and the provision o f alternative
sentencing for second and subsequent meth offenders.

Children’
s Mental Health

The separation o f children’
s mental health programs from
adult mental health programs two years ago is having the desired
effect: more clarity, better focus, highlighted needs and resources
to address those needs. The children’
s mental health program
received both a significant increase in its budget, enabling access
for more children, and further legislative guidance, in the
passage o f a bill that addresses regional organizations known as
“
service area authorities.”

What’
s Next?

In the wake o f this positive session, what is the prognosis for
health and human services issues impacting Montana’
s children
and young families? It is a work in progress. The work contin

ues.
O n e major issue is implementation. T he budgets are set, but
will funding reach the citizens who need it? That remains to be
seen. Successful implementation will require cooperation and
commitment from agencies in the public and private sector, and
the encouragement o f advocates and legislators.
S oon enough, the task will arrive that few want to face just
now. W hat priorities must be addressed in the 2007 session?
Programmatic needs are already surfacing, at an alarming
pace. Can we strengthen the response to the startling rate o f teen
suicide in Montana? Is access to dental care for children
improving? H ow can fetal alcohol effect and fetal alcohol
syndrome be addressed in a more effective way? Is the state’
s
public health system adequately funded to provide the “
founda
tion”relied upon by all Montanans?
There are also global issues o f a more philosophical nature
that deserve consideration. They can best be addressed in these
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few months o f “
down time.”H ow can opinion makers be better
educated about the win-win nature o f the health and human
services economy? H ow can our private sector (businesses,
community organizations and private individuals) be empow
ered to share more o f the responsibility for providing services to
neighbors in need? Is there a better way to judge the number o f
Montanans who truly need specific services? H ow can consumer
education be increased in all areas o f health and human
services? H ow can “
personal responsibility”be more clearly
valued and weighted in the system? D o the dollars appropriated
and the laws enacted result in the improved health and well
being o f our children and families? A nd can “
improved health
and well-being”be accurately measured?

A Team Effort

So, who does get the credit for this marked improvement in
the fiscal and statutory environment for children and families?
In a word: everyone. As the health and human services com m u
nity labored through the past several legislative sessions, a
com m on understanding evolved regarding the needs o f Montan
ans and the programs that would d o the best jo b in addressing
their needs. This coalition (some portions intentional, others
not) included grassroots consumers, community advocates, statelevel advocates, legislators o f both parties (especially their
leadership) who sponsored and supported key bills, legislative
staff, leadership and staff at Health and Human Services,
leadership and staff in the Governor’
s Office o f Budget &.
Program Planning, the attorney general and his staff, the state
auditor and his staff, and Gov. Brian Schweitzer and his staff whose support for health and human services programs was
evident from Day O n e o f his administration.
“
Everyone”would also include past policy makers at the
executive and legislative level, who played a major role in creating
the surplus that was available for appropriation by the 2005
Legislature.
A wise man once wrote that “
T he past is prologue,”and so it
is. There is considerable ground to be covered before it can be
said that the well-being o f Montana’
s children and young
families is fully within their control. But many, many Montanans
contributed significantly to create a much better environment
for those w ho need services and cannot get them. A unified
community can accomplish much.Q

Steve Yeakel is executive director o f the Montana Council for
Maternal & Child Health. He is a former director of the Governor’
s
Office of Budget & Program Planning, having served Gov. Stan
Stephens in that capacity during 1991-92. He now owns an
association management company in Helena. M CM C H is one of four
retainer clients.
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Faster Growth Expected
for Montana Economy
by Paul E. Polzin

trong commodity prices and low interest rates will
lead to faster than expected growth for Montana’
s
economy, according to Paul Polzin, director o f The
University o f Montana’
s Bureau o f Business and Econom ic
Research.
For the first time, BBER has issued mid-year revisions to its
annual forecast o f statewide econom ic activity, and many o f the
important sectors have been adjusted upward.
Most o f our indicators have been com ing in higher than
expected during the first half o f 2005,”Polzin said. “
W e went
back and reviewed the data, and then we issued a new forecast.”
Polzin said reasons for the upward revisions include:
• higher commodity prices (including oil), leading to more
mining and drilling activity;
• greater than expected increases in construction, reflecting
some major projects, plus the impacts o f continued low
interest rates;

• revisions in military earnings, reflecting the deployment o f
reserve and National Guard troops to and from Iraq and
Afghanistan;
• and revised real estate earnings, at least som e o f which
may reflect the current boom in hom e sales.
“
The really good news is that much o f this increased activity is
occurring in rural areas, and is creating positive impacts in
regions that have experienced few favorable econom ic trends in
recent decades,”Polzin said.
The high world price o f oil has led to increased exploration
and drilling activity in Richland County, he said, adding that
“
the muddy boots o f oilfield workers once again fill the halls o f
motels and hotels in Sidney.”
In Big Horn County, M DU Resources Inc. is constructing a
new coal-fired generating plant. The 150 to 200 construction
workers are causing a “
rush minute”in downtown Hardin
traffic, Polzin said.

M on ta n a B u s in e s s Q u a rterly /S u m m er 2 0 0 5

1 5

Montana Economy

Table 1
Econom ic Trends for the U.S. Economy, 2000-2007, Actual & Projected as of June 2005

Real GDP (chained $), percent change
Inflation (CPI-U), percent change

3.7
3.4

0.8
2.8

1.9
1.6

3.0
23

4.4
2.7

3.5
2.9

3.0
2.0

3.1
1.8

Interest Rates
90-day T-bills, percent
Mortgage rates (30 years), percent

5.8
8.1

3.4
7.0

1.6
6.5

1.0
5.8

1.4
5.8

3.1
6.0

3.9
6.4

4.1
6.6

1.57
4.0
30.35

1.60
4.8
25.96

1.71
5.8
26.11

1.85
6.0
31.12

1.95
5.5
41.47

2.03

1.81
5.1
48.27

1.74
5.2
46.25

Housing starts, millions
Unemployment rate, percent
Oil prices - WestTexas Int ($/barrel)

52

50.45

Source: Global InsightInc.

T he continued strong price o f copper and other com m odi
ties has led to the reopening o f the Troy Mine in Lincoln County
and additional hiring by Montana Resources in Butte.
Finally, there have been upward revisions in som e federal
data, Polzin said. T he biggest revisions have been new estimates o f
the earnings in real estate. The exact cause o f the upward
adjustment is not known, but the rapid increase in hom e prices
and sales —which som e have labeled a “
real estate bubble”—
may be on e o f the reasons.
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T he BBER’
s new projections call for 3.2 percent growth in
Montana’
s econom y during 2005, up from the January forecast
o f 2.6 percent, Polzin said. “
In 2006 we are expecting 3.4
percent growth, up from January’
s figure o f 2.9 percent.”
T he acceleration in 2006 is because o f the delayed effects o f
events in 2005, Polzin said. All projected growth rates are well
above M ontana’
s 35-year average o f 2.1 percent per year. G
Paul E. Polzin is director of The University of Montana Bureau of
Business and Economic Research.

Montana Economy

Table 2
Nonfarm Labor Income by Major Industry, Montana,
Actual and Projected a s of June 2005
Millions of Dollars
Actual'

■Projected

2001

2002

2003

2004

2005

2006

2007

Nonfarm Labor Income
Foresby, fishing, other
Mining
Utilities
Construction

15,295
190
456
282
1,134

15,916
199
446
261
1,164

16,921
200
451
274
1310

18,126
206
547
288
1,441

19,011
216
588
298
1,558

19,986
228
623
308
1,691

21,016
241
659
320
1,811

Manufacturing
Wholesale trade
Retail trade
Transp.& warehousing
Information
Finance and insurance

995
630
1,425
658
344
666

986
664
1,514
670
364
719

1,019
686
1,576
672
375
781

1,076
750
1,667
707
413
844

1,121
773
1,737
730
429
880

1,174
801
1,821
752
451
929

1332
832
1,914
773
475
982

Real estate, rental & leasing
Professional & technical services
Mgmt of companies & enterprises
Administrative & waste sendees
Educational services

650
954
56
350
83

542
998
61
369
88

633
1,047
63
397
94

739
1,113
59
432
101

794
1,191
62
451
108

859
1,265
65
475
115

921
1,346
68
500
123

Health care & social assistance
Arts, entertainment, & recreation
Accommodation & food services
Other services, except public admin.

1,772
174
565
493

1,946
188
594
520

2,064
212
619
548

2310

223
656
584

2312
234
689
610

2,430
248
724
639

2,558
264
763
670

Government & government enterprises
Federal, civilian
Military
State and local

3,421
851
278
2,291

3,625
904
321
2,400

3,903
953
405
2,545

4,073
993
441
2,640

4330
1,040
449
2,741

4,390
1,082
458
2,851

4,564
1,127
467
2,970

Millions of 2002 Dollars
----------- Actual---------------------2001
2002
2003
2004
2005

2006

Projected2007

Nonfarm Labor Income
Forestry, fishing, other
Mining
Utilities
Construction

15,512
192
462
286
1,150

15,916
199
446
261
1,164

16,606
196
442
269
1386

17,417
197
525
276
1,384

17,966
204
556
281
1,472

18,581
212
579
286
1,572

19,166
220
601
292
1,651

Manufacturing
Wholesale trade
Retail trade
Transp. & warehousing
Information
Finance & insurance

1,009
639
1,445
667
349
675

986
664
1,514
670
364
719

1,000
673
1,546
659
368
767

1,033
721
1,601
679
397
811

1,059
731
1,642
690
405
832

1,091
745
1,693
699
419
864

1,123
758
1,746
705
433
896

Real estate, rental & leasing
Professional & technical services
Mgmt of companies & enterprises
Administrative &waste services
Educational services

659
967
57
354
84

542
998
61
369
88

621
1,028
62
390
92

710
1,070
57
415
97

751
1,126
58
426
102

799
1,176
60
441
107

840
1,228
62
456
112

Health cafe & social assistance
Arts, entertainment & recreation
Accommodation & food sendees
Othersendees, except public admin.

1,797
176
573
500

1,946
188
594
520

2,026
208
607
538

2,123
214
630
561

2,185
221
651
576

2359
230
673
594

2,333
240
696
611

Government & government enterprises
Federal, civilian
Military
State and local

3,469
863
282
2323

3,625
904
321
2,400

3,830
935
398
2,497

3,914
954
423
2,536

3,997
982
424
2,590

4,082
1,006
426
2,650

4,162
1,028
426
2,708

Sources: Bureau of Economic Analysis, U.S.Department of Commerce; and Bureau of Business and Economic Research,
E con om ics Montana, The Universityof Montana-Missoula.
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High Gas Prices:
A Silver Lining for
Montana’
s Economy?
by Paul E. Polzin

M

ontana gas prices are now m ore than $2.00 a
gallon. W e’
ve had high gas prices for a while.
T he last time we paid less than a dollar was
three years ago in 2002.

In the past, oil price spikes were followed by rapid and
precipitous declines. There are now few signs o f a retreat in
gasoline prices and, perhaps more importantly, we are hearing
only occasional pronouncements about how high oil prices are
ruining the economy. W hy is this oil price spike different?

Prices are Not at
an All-Time High

After we adjust for inflation, today’
s prices d o not look so
bad. Unleaded regular was about $1.25 a gallon in 1980. In
today’
s prices that w ould be about $2.50 a gallon. A much
longer perspective can be seen in Figure 1, which plots the price
o f the benchmark Brent Sea Crude since 1860. W e can quickly
see that the late 1970s and early 1980s were truly an unusual
period in the last century and a half. T he price o f Brent Sea
Crude was almost 25 percent higher than today’
s figure and well
above anything earlier.
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Oil and the Economy

Past energy spikes have had their desired effects. As shown in
Figure 1, there were also (much smaller) oil spikes in 1974, 1990,
and 2000. These spikes, in addition to the overall higher levels o f
real oil prices beginning in the mid 1970s, were an incentive for
producers and consumers to conserve oil and other forms o f
energy. Therefore, a given change in energy prices will have a
smaller impact on the U.S. economy.
Table 1 presents data on U.S. econ om ic growth and oil and
total energy consumption. Between 1990 and 2000, U.S. Gross
Dom estic Product corrected for inflation, a g oo d overall
indicator o f econom ic growth, increased from $6,839 billion
(1997$) to $12,427 billion (1997$), or an average growth o f 3.2
percent per year. At the same time, total U.S. energy consum p
tion rose from 84.6 quadrillion Btu to 99.3 quadrillion Btu, an
increase o f 1.6 percent per year. O il consum ption grew from
17.0 million barrels per day in 1990 to 19.7 million barrels per
day in 2000, or 1.5 percent per year. In other words, both oil
and total energy consum ption rose only half as fast as the overall
economy.

^

_______________________________________ I_________________________________

B a s P r ic e s

Figure 1
Crude Oil [Brent] Prices Since 1861

Source: Global Insight, Inc.

Stated differently, there have been significant increases
in GD P per unit o f oil and total energy consumption.
GDP per unit o f total energy consumption rose from
$80.8 in 1990 to $94.4 in 2000. Similarly, G D P per unit
o f oil consumption increased from $402.3 in 1990 to
$475.6 in 2000. Rising oil and total energy efficiency is
projected to continue, as both o f these measures are
forecast to be higher in 2010.

Underlying Cause
is Different

Previous oil price spikes were mostly caused by supply
restrictions. O P E C flexed it’
s muscle in the early 1970s and
1980s. G u lf War I led to supply disruptions in 1990. In
these cases, the price o f oil (and gasoline) quickly plunged
once the supply restrictions were removed and the oil
spigots turned on.
Now, things are different. There was a small supply
restriction on oil com ing from the Caribbean associated
with the hurricanes in the fall o f 2004. But most o f the
current price rise can be attributed to demand factors.
India, China, and other developing countries are growing
at rapid rates. These econom ies are nowhere near as
energy-efficient as the United States and other developed
countries, so their demand for oil has increased propor
tional more.

Table 1
Gross Domestic Product, Energy Consumption,
and Oil Consumption, United States, India, and China
1990, 2000, and Projected 2010
United States
Primaiy Energy Consumption (Quad Btu)
Oil Consumption (Mil Bb/day)
Gross Domestic Product (Bil. 97$)
Per unit of Energy Consumption
Per unit of Oil Consumption

1990

2000

2010

84.6
17.0
6,839
80.8
402.3

99.3
19.7
9,390
94.6
476.6

111.8
22.7
12,427
111.2
547.4

27.0

37.0
4.8
1120
30.3
233.3

54.6
7.6
2228
40.8
293.2

12.7
2.1
492
38.7
234.3

16.4
2.8
833
50.8
297.5

China
Primaiy Energy Consumption (Quad Btu)
Oil Consumption (Mil Bb/day)
Gross Domestic Product (Bil. 97$)
Per unit of Energy Consumption
Per unit of Oil Consumption

428
15.9
186.1

India
Primary Energy Consumption (Quad Btu)
Oil Consumption (Mil Bb/day)
Gross Domestic Product (Bil. 97$)
Per unit of Energy Consumption
Per unit of Oil Consumption

12
290
372
241.7

23

73

Source: U.S. Energy Information Administration, International Energy Outlook 2004,
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Glancing at Table 1, we can see that the G D P per unit o f oil
consumed in both China and India is roughly half the figure in
the United States. Even though both o f these econom ies are
improving their energy efficiencies, they are projected to remain
far less efficient than the United States in 2010. The rapid
econom ic growth and low energy efficiency com bine to yield
projected growth rates o f oil consum ption o f 4.7 percent per
year in China between 2000 and 2010 and 2.9 percent per year
in India. U.S. oil consum ption between 2000 and 2010 is
projected to grow 1.4 percent per year.
The relatively rapid growth in oil consumption in developing
counties is exacerbated by the fact that they must satisfy this
demand by buying on the international market. Figures 2 and 3
show that dom estic production in both China and India has
com es nowhere near satisfying domestic consumption. There
fore, most o f the growth in oil consum ption has led to increas
ing imports o f oil.

What Does This Mean?

Because the current price spike was m osdy caused by demand
factors, the high gasoline prices are likely to remain with us for a
while. It takes time to increase the world production o f oil and
build new refineries to produce the gasoline. Additional
refineries appear to be a major roadblock because the new oil
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has different chemical properties than the oil from existing
fields. T he current forecasts call for a world price o f oil to be in
the $40-45 a barrel range for the next few years. This below the
peak o f m ore than $50 a barrel, but still well about the $20 a
barrel we were paying in 2002.
There is a silver lining for Montana. Eastern portions o f the
state have significant oil fields. The rough rule o f thumb is that it
costs about $27 a barrel to extract Montana oil, and it would
certainly be attractive to d o so when the world price is $45 a
barrel. In fact, that is just what has been happening. The
preliminary employment data show about 700 new jobs in oil
extraction and related industries. M ost o f these jobs appear to
be in Richland County (where the oil is) and Yellowstone
County (where headquarters are located).
T he high prices for oil have brought welcome prosperity to
portion o f the state that has seen relatively little g oo d econom ic
news for decades. The only question is whether the current
b o o m will be as big as the on e in the early 1980s, the last time
that the price o f oil remained at lofty levels for any length o f
time. Based on our earlier discussion, this is a real possibility
because this spike is demand rather than supply driven.□
Paul E. Polzin is director of The University of Montana Bureau of
Business and Economic Research.

Figure 2
Petroleum Production and Consumption
in China, 1990-2002

Figure 3
Petroleum Production and Consumption
in India, 1990-2002

Source: U.S. Energy Information Administration.

Source: U.S. Energy Information Administration.
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W ELLS
FA RGO

The Fine Art of Wealth Management
—
—

or over a century. Wells Fargo has practiced the fine art o f
building, m anaging and preserving th e w ealth o f many
prominent individuals and families.Today,Wells Fargo Private

Client Services can create tailored solutions to help manage your
wealth and m eet your financial objectives.We provide investment
m anagem ent, trust, private banking, and w ealth m anagem ent
services to clients whose financial situations require a personal touch.

For more information, please call:

175 N.27th Street

211 W. Main Street

365Q Harrison Avenue

21 Third Street North

Billings, MT 59101

Bozeman, MT 59715

Butte, MT 59701

Great Falls, MT 59401

(406)657-3496

(406) 582-5143

(406) 533*7024

(406)454-5490

350 Last Chance Gulch

201 1st Avenue East

Helena, MT 59601

Kalispell.MT 59901

(406)447-2050

(406)756-4055

I Investment Products:

►NOT FPIC Insured

►NO Bank Guarantee

1800 Russell
Missoula, MT59801
(406)327-6233

►MAY Lose Value |

Private Client Services provides financial products and services through various banking and brokerage affiliates of Wells Fargo & Company.
©2004Wells Fargo Bank, N.A.
Member FDIC
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